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I, Elisabeth's yards rose chipstobrave | few against which we cannot guard. 
the anger of uncharted seas . . . ships 4 Insurance is at hand to offset 
to girdle the earth and sail proudly = every private and commercial risk. 
back to Plymouth Sound. Such enter- _It lis the modern prelude to adventure. 
Prise has made us what we are. Butto- | Used with sagacity, insurance can 
day it is more easy to be bold. Risks help to turn a phantom argosy of 
there are and many ... yet hope into a treasure ship in full sail. 
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IN CASE OF 
EMERGENCY 


POLICE, Fire Brigades, 
and Ambulances are 
instantly available in 
case of emergency, but 
there is one essential 
service which cannot be 
enjoyed unless it has 
been secured BEFORE 
the emergency arises. 
The burglar may be 
arrested, the fire extinguished and the injured 
succoured, but the COST of replacing stolen or 
damaged property can be recovered ONLY by 
means of suitable insurances effected before the 
event. Similarly, insurance can be applied as a means 
of making good a depleted income occasioned 
through sickness or accident. 





in the face of the gravest emergency—fatal illness 
—the public services are unavailing, and your 


dependents must rely upon your resources, which 
should include substantial life assurances. 


Are you, your family and your business interests 
fully prepared for any emergency ? 


The C.I.S. transacts all classes of insurance at rates 


which will enable you to perfect your protection at 
little cost. Act to-day, to-morrow may be too late ! 


COOPERATIVE 


BAP SN, [el sree 


Established 1867 





Chief Office : 109 Corporation Street, MANCHESTER, 4. 


London Office : 42 Kingsway, W.C.2. 


Branch and 
District Offices 
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The 


Lendon Assurance 
(lacorporated A.D. 1720) 


EXECUTOR and TRUSTEE 
department 
is prepared to 
ADVISE on, and act as TRUSTEE of 
approved 
DEBENTURE ISSUES 
im all classes of Industry 


The Expert Service of the Trustee D:part- 
ment is available in all matters of Corporate 
Trastesship, thus ensuring continuity. 


The London Assurance 
Head Office: 1 King William St., Londoa, B.C4 





SECURITY! 


Life has a sense of firm foundation to 
those who have 


SAFEGUARDED 
the future 
PROTECT 
Your dependents and 
PROVIDE 


for retirement by 8 
REFUGE POLICY 


Assects - - -  £71,100,000 
Claims Paid - - £116,900,000 


REFUGE 
ASSURANCE COMPANY 
LIMITED 
OXFORD ST., MANCHESTER. 1 
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INSURANCE IN A CHANGING WORLD 





War Risks on 


WHEN war broke out in 1914 the British insurance 

was in a reasonably comfortable position. On land, its war 
commitments were negligible and at sea the marine under- 
writer had for long been inserting in his policies the f.c. 
and s, clause, freeing him from liability for capture, 
seizure, detention and the uences of hostilities. He 


liabilities accepted in time of peace. 
One of the minor legacies left by the war was the habit 
of war neeens ne 1918 onwards not only did 
merchants to insure thei oes against war damage, 
bankers would not take policies as security unless the 
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Sea and Land 


When the crisis temporarily settled down the market 
returned to more normal rates, cover through the Mediter- 
ranean being obtainable at 7s. 6d. per cent. for the outward 
voyage and 10s. per cent. for the homeward. But the old 
dilemma remained unsolved. On the one hand, underwriters 
were chary of filling their books with liabilities that would 
run for weeks or months, and, on the other hand, mer- 
chants could not afford to pay in times of peace rates that 
would be appropriate should war break out. In particular, 
merchants were worried by one agreement which under- 
writers made among themselves—that they would not fix 
war rates more than seven days ahead. If a risk were 
written at 7s. 6d. per cent. and the vessel sailed ten days 
later, underwriters could, if they desired, fix a higher rate 
than the one originally agreed upon, so that a merchant 
after basing his price on a 7s. 6d. per cent. rate might find 
himself paying {2 or £5 per cent. when the boat actually 
sailed. The awkwardness of that arrangement for the 
merchants is obvious. 

There is little doubt that, throughout this period, the 
Government, which was anxious to keep trade moving, 
was bombarded with complaints from merchants about the 
paralysing effect of this ambiguity on business. There were 
long negotiations which dragged on without much effect— 
mainly because the Government, while anxious to help 
trade, was scarcely less anxious not to become an under- 
writer till war broke out—and that state of mind continued 
until the rape of Prague and Albania at last forced the 
issue. War rates through the Mediterranean had shot up 
again to 35¢. per cent. and were likely to go higher, and in 
a great hurry the Government Pool for covering war risks 
on cargoes, was born, after a leisurely gestation. 

The Pool is an arrangement by which the Government 
acts, not as a direct insurer of war risks, but as a re-insurer 
of marine underwriters. The underwriters in the first place 
write the whole war risk at a premium agreed with the 
Government and then re-insure with the Government the 
King’s Enemy risk, which may roughly be defined as ca 
ture or destruction by enemy vessels. Thus the bulk of t 
risk falls on the Government, and the bulk of the premium 
goes with it. But as the Government is prepared to face a 
loss which underwriters cannot face, the rate of premium 
is much below what the market, normally functioning, 
would charge. Immediately the Pool started the Mediter- 
ranean rate fell to 5s. per cent. and the limit of seven days, 
to which merchants had rightly objected, was removed. 
B 
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4 [suppiemene] 
The scheme is, in essence, a State subsidy to commerce— 
a Government insurance thi as a measure 
of re-insurance, and its value was at once demonstrated by 
the establishment of similar pools in other countries to sub- 
sidise their own foreign trade as the British Treasury was 
subsidising ours. It is likely to continue until—which 
Heaven forbid—it is replaced by a scheme of direct 
Government insurance on the outbreak of war. _ 

So much for war insurance of cargoes. Progress in cover- 
ing war risks on hulls and on stocks on land has been slow, 
but both are covered by the War Risks Insurance Bill, pub- 
lished this week, to which reference is made in the accom- 
panying issue of The Economist. As merchants found 
that the sensitive movements of war rates at sea 
were paralysing their enterprise, so they were loth to 
hold stocks of commodities in warehouses which 
might be attacked from the air. They preferred to keep 
stocks low and buy from hand to mouth—a policy which 
carried the most obvious threat to our economic strength 
in time of war. A general scheme of insurance on land has 
been again and again refused by the Government, but 
under the threat of low stocks the Government did agree 
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to work out a limited scheme of insurance ; 
commodities held for sale or mapufacenre “vig 
ago as January last the Chancellor of the Ry mag 
announced his plans to the House of Commons, and 4 
less they have been under a since he font 
speech. But Treasury clerks a well-known attribut: 
with the mills of God, and the details of the essential ¢ 
modities scheme have only been made public this ah « 
that cover is still not available. The growing strength o 
our air defences and the enormous increase in public 
fidence which has resulted from it may have silled 
of the demands for cover, but it is, nevertheless high 
desirable for the scheme to become operative without dela 
so that merchants may know where they will stand, ’ 
Lastly comes the problem of buildings, and here there 
is neither cover nor prospect of cover. Various enterpric; 
concerns have stepped in where the British Treasury fear 
to tread, but the confidence they enjoy is not widespread 
and nothing can solve the problem except a national com. 
pulsory levy chargeable on all buildings irrespective of 
their site and their prospective danger—an ad hoc a/ 
valorem tax imposed to meet a common national risk 


Insurance and Economic Nationalism 


In the post-war period, and especially in the last decade, 
British insurance offices have been forced to admit into 
their vocabulary words which previously found no place 
there—like “ nationalism” and “ self-sufficiency.” Before 
1914 it was generally agreed that these concepts were 
alien to the very idea of insurance, for the basic principle 
that risks should be spread as widely as possible was com- 
monly accepted. But as soon as nationalistic economic 
policies displaced trade that was relatively free, restrictions 
were imposed on the free international conduct of insur- 
ance, and in recent years these impediments have 
increased both in number and effectiveness. In many coun- 
tries a drive towards self-sufficiency in economic life 
generally, and in insurance in particular, has been grow- 
ing. At the same time, harassed Finance Ministers have 
come to regard foreign imsurers as an easy source of 
revenue. Thus, in addition to the general restrictions upon 
international trade from which insurance companies have 
suffered with other traders, they have also been subjected 
to attack on two fronts. First, many governments have 
set out to tap the profits of their busi to the greatest 
possible extent. Secondly, in the interests of nationalism, 
insurers have been deprived of many underwriting liberties. 

Since the essence of international insurance business is 
the remittance of one country and 
another according to underwriting experience, the growth 
of currency restrictions of various kinds naturally consti- 


in settlement of large claims, so that losses on 
points. In a number of cael ubebieanirnarest eal 
‘ of countries 

saddled with the fullest ve 


: dues, 
insurance companies, and the restriction of underwriting 


powers in various directions, constitute heavy burdens, 
which are relieved only by the fact that in some ver 
important parts of the foreign field the tendencies towards 
restricted underwriting have been extended less far than 
in countries which are not so important, from the view- 
point of the volume of business involved. 

The amount which insurance is expected to contribute 
to national exchequers is, however, increasing in prac- 
tically all countries. Types of taxes peculiar to insurance 
multiply and rates of tax tend upwards. To mention only 
a few of the special levies, in the United States there is a 
fire tax; in Canada, a fire prevention tax; in the 
Argentine, an impost is levied on sums assured; while in 
Queensland there is a levy on reinsurances; commissions 
are taxed in Spain, capital in Portugal, and remittances 
in Brazil. The ingenuity of government officials is applied 
towards the abstraction of as large a portion as possible 
of insurance underwriting profits—not merely to the detr- 
ment of shareholders’ dividends, but also at the possible 
risk of insufficient allocations to reserves. It was estimated 
by Mr N. M. Sharp last year that the total taxation 0 
insurance companies, both at home and abroad, amounted 
to a minimum of 43 per cent. of underwriting profits dur- 
ing the period 1933-37. It is ble that, at the present 
time, at least one-half of underwriting balance 's 

by governments. In the United States, taxts 
peculiar to insurance, apart entirely from Federal 4 
general taxes, amount to over $100 millions, of which 
about three-fifths is paid by non-life insurers. 

There are also other aspects of the taxation problem 
which need mention. In some countries insurance taxation 
has to contribute towards the upkeep of governmett 
supervisory offices. When, as in the United States and 
Canada, the degree of supervision thus subsidised by the 
insurance companies is extensive and is multiplied by the 
existence of State as well as Federal control, the compas 
are penalised in a manner difficult indeed to justify. In 
other countries insurers are forced to bear taxes for spec 


collapsed Phoenix Company of Vienna. Other countries 


for example Spain, go so far as to compute foreign com 


> s 


panies’ taxation, not on the basis of profits earned witht 
Lek eeaa Pte whole epee of 


ERERESEEBSEEBSRBSEE _. 


ee ee ll tl Pra one eh ne ee eae eo se re Be 











~~ 


Eg 


Beast BeSae 


= 


—_— 
oo 
Ss 

<< 


G5 


28 E 


Ss Ss? @ 
& 2. 


very 


BBS SEoSSRBS8 SF 


S22 FS 


July 15, 1939 


i trated in the U.S.A., where discrimina- 
though : British companies is fortunately largely absent. 
oon Oe boainess of British companies written abroad is 
The limited indeed, and marine insurance is mainly 
: or Liverpool. In relatively few countries 
effected in London ° : 66 : sce ” 
tas the British principle of “freedom with publicity 
followed, though fortunately the countries which have 
bea control or interference of a kind which leaves a 
oP of freedom of operation—for example, the 
United States, France, Holland, Portugal, Scandinavia and 
iti ini uce a very important part of 
anies’ foreign business. A favourite imposition is 
s. couiement of excessive deposits and reserves, to be 
iqvested in national securities, and an outstanding instance 
of this form of control carried to extreme is provided by 
Mexico. In this case, the British companies, finding the 
conditions imposed upon them impossibly onerous, recently 
decided en masse to cease business in the country. Though 
the American companies still transact Mexican reinsurance 
business, foreign insurance interests as a whole in the 
country have been severely truncated. 

In some countries, again, not only are insurers required 
to deposit large amounts in national securities, but, 
ironically enough, they must replenish the reserves in the 
not unlikely event of depreciation in the values of these 
investments: this situation has arisen in Greece. Other 
forms of interference which are quite common include the 
control, or fixing, of premium rates and the close regula- 
tion of policy conditions. In the United States there is a 
rather advanced form of interference with the companies’ 
powers of determining premiums, which frequently works 
against the interests of the companies. So long as the 
United States retains its present degree of freedom in other 
directions, however, and preserves the present lack of dis- 
crimination against non-national companies, it would be 
invidious to stress this point too st y, for on the whole 

American market—by far the most important single 
market for British insurers—remains unrestricted. 

Nationalism in insurance takes on other forms. National 
companies, either in the ownership or control of govern- 
ments or under official patronage, are fostered. During the 
past year the extreme nationalism of Japan, for example, 
has led to the setting-up of a national reinsurance pool and 
to other attempts to restrict the volume of reinsurances 
coming to British companies. In all, the amount of 
Japanese oe business lost to ——— market is 
considerab ugh the reinsurance is report 
failure, and there is some consolation in the fact that 
much of the Japanese business at the present time is not 
particularly attractive on underwriting grounds. In Peru 
and other countries national companies have been set up 
and encouraged, vis-d-vis foreign insurers. In Cuba only 
authorised insurers are allowed to transact insurance, and 
new entrants into the business are forbidden. 
number of instances the extreme step has 
establi t reinsurance or insur- 
es, sometimes existing side by side with com- 

cluding non-national) companies, sometimes 
a complete . Thus State reinsurance 

i for some in Chile and Turkey, 
il have now to be added to the list. In 
State office, the Gosstrach, has the com- 
insurance, though it reinsures with 
ritish, companies; in Uruguay, New 
Queensland state fire insurance offices are in 
t commercial companies also operate; in a 
; U.S.A., government workmen’s 
‘ompensation offices, either competitive or monopolistic, 
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rust. It has been decided to establish a State fire office in 
Alberta, and in a number of other countries—for example, 
been monn’, Belgium—nationalisation of insurance has 
some during the year. 

What, then, are the prospects for British insurers 
‘broad? Due regard must be paid to the efforts of the 
there meat Tetain their portfolios in the various markets 

unrestricted working is no longer possible. To an 
mportant degree they are turning to the development of 
ohmnance business in the place of direct business, the 
the we Of which is on the decline; there is no doubt that 
number of between British com- 
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panies and those in foreign countries has increased substan- 
tally in recent years. This development is, however, sub- 
ject to two drawbacks—reinsurance is normally less re- 
munerative than insurance, and it cannot usually be 
obtained without the reciprocal cession of direct business. 
Sometimes a number of British companies find it possible 
to minimise the effects of restrictions upon their operations 
by setting up a single organisation within a given country, 
which pools risks among the companies in stipulated pro- 
portions; in other instances one or a number of British 
insurers may interest themselves in a “ national” company 
working in the country concerned. It has also happened on 
occasion that pressure by the British Government has for- 
tunately prevented the imposition of further restrictions. 
In the case of Cuba, for example, the companies have 
received valuable assistance from the Government in this 
way. Perhaps, however, there is room for a rather readier 
appreciation by the authorities of the value of the invisible 
exports represented by British insurance abroad and for a 
more emphatic determination to give the companies every 
possible protection. 

It remains a lamentable fact that over a large part of the 
foreign field laissez-faire must be regarded, for all practical 
purposes, as defunct, unless a widespread revulsion of feel- 
ing against the cult of nationalism and self-sufficiency 
occurs. The consolation remains that another large part 
of the world—which as it happens is far more important 
to British companies—retains what is relatively speaking 
a considerable degree of freedom, or at least imposes little 
differentiation against non-national companies. This sec- 
tion of the foreign field is constituted, broadly speaking, 
by the British Empire, the United States, the sterling bloc 
and the Continental democracies. It appears, therefore, 
that the British companies may increasingly be compelled 
to concentrate their main attentions on the countries which 
happen to lie closest to Great Britain politically, though 
they will do everything possible to avoid any retreat from 
the outstanding position they had acquired in the insur- 
ance business in other parts of the world. 
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Regulating Insurance in the United State; 


tThe following article, which has been contributed by Professor George W. Goble, professor of 


law in the University of Illinois, reviews the scope of the restrictions imposed by the f 


orty-eight 


States of the Union and the District of Columbia, which are designed to combat fraudulent 


In America, as in other countries, insurance began as a 
project of individual initiative and private ee 
Originally, the only limitations imposed upon the business 
wer thes of the common law and those contained in the 
charters of companies. But with the increased recognition 
of the benefits of insurance and the consequent expansion 
of the business it became a fertile field for exploitation 
by the unscrupulous and dishonest adventurer. tech- 
nicality and complexity of the subject and the employment 
in policies of words and phrases incomprehensible to the 
layman supplied the insurance swindler with an effective 
shield for his fraud. The insurance crook sometimes en- 
ticed his unwary victim into a transaction by offering him 
a policy with practically unlimited protection at very low 
cost. He would collect and pocket the premiums until 
claims began to appear and then liquidate the company. 
Or, relying upon the normal ’s disinclination to read 
his contract, or inability to ne aioe did, he sold 
a policy containing many deceptive air provisions, 
and, oie a loss occurred, materially reduced or completely 
avoided liability by resort to one of the trick clauses of the 
policy. When sued by the deceived and disappointed 
policyholder his defence was completely covered by that 
glittering Anglo-American legal maxim “ freedom of con- 
tract.” Even for an insurer organised on a sound basis and 
issuing fair and reasonable policies, the temptation to 
speculate with accumulated reserve funds was in some 
instances too great to resist, and policyholders were forced 
to take heavy losses because of impaired assets. 

That such practices have been resorted to in America 
more frequently than in England is partly explained by the 
fact that during the last half of the nineteenth century— 
the period during which insurance was passing through its 
crucial formative years—America was still in its pioneer 
stage. Its morality was that of the frontier. Land specula- 
tions, railroad bubbles, gold rushes and other get-rich- 
quick schemes set the business temper of the time. The 
insurance man, armed with his policy full of tricks, worked 
the same territory as did his more romantic contemporary 
Jesse James armed with his forty-four. It was inevitable 
that the reckless business standards of the period should 
find their way into the insurance field. As recently as 1935, 
there was a type of document being sold in the State of 
Illinois which appeared upon its face to be a regular $1,000 
life insurance policy, but a close inspection would reveal 
that if the insured died of any of a list of diseases, includ- 
ing practically every ailment to which man is susceptible, 
the amount payable would be reduced to about $15. 

The only recourse of the people against this exploitation 
of the ignorant and unwary was to the legislatures, and 

in measure. As a conse- 


of the several States. All the 48 States and the District of 
Columbia have enacted laws setting out, most of them in 
great detail, the i that must be met by com- 
panies, brokers and agents to enable them to do business 
within the State. 


financial statements; define what constitutes insolvency; 
and set out the procedure for liquidating and winding-up 


insurance business and to improve the policyholder’s security.] 


insolvent Co ies. Statutes also govern a company’s 
minimum capital and surplus; the types of securities in 
which its funds may be invested; the method by which such 
securities shall be valued, and the required amount of the 
securities which must be deposited with the State Insur. 
ance Commissioner. For examples of typical require- 
ments, under the Illinois Insurance Code, the minimum 
capital for most types of companies is $200,000, all of 
which must be deposited in the form of cash or securities 
with the State Commissioner of Insurance. The required 
minimum surplus is 50 per cent. of the capital. A company 
may invest its funds without limit in Government, State. 
county and municipal bonds, but it may not invest more 
than 25 per cent. of its assets in railroad, public utility or 
private corporation bonds, more than 10 per cent. in pre- 
ferred stocks, nor more than an amount equal to its capital 
and surplus (and less if it is a life company) in common 
stocks. In order to assure wide diversity and distribution 
of investments the statute also limits the amounts that may 
be invested in the stocks and bonds of any one corporation 
and in any one issue. 

Each State has a department of insurance, usually 
headed up by a single official known as the Commissioner 
of Insurance. But administering the insurance laws of even 
a small State is more than a one-man job. Consequently, 
many deputies and assistants are used, and in the more 
populous States, such as New York, Pennsylvania and 
Illinois, the number of officers and employees of the insur- 
ance department runs into several hundreds, The Commis- 
sioner has sweeping inquisitorial and supervisory powers 
over all insurance companies, brokers and agents doing 
business in his State. He may conduct hearings, summon 
insurance officials and agents to appear before him and 
compel them to testify under oath. He may visit the offices 
of companies and examine their books, inspect their pro- 
perties and securities, and make such orders as seem to 
him necessary to keep the business on a sound basis. The 
most drastic sanction back of the order of the Commis 
sioner is his power to refuse, revoke or the licence 
of any company, broker or agent found to have violated the 
law, and such action is not infrequently taken. However, 
the orders of the Commissioner are subject to review by 
a court of law. : 

What has been said has primary reference to domestic 
insurance companies—that is, companies organised ot 
domiciled within the State whose law is under discussion. 
Of special interest to British offices are the rules imposed 
upon an out-of-State, or alien, company desiring ‘© 
do business in the United States. In general, an alien 
company must satisfy the law applicable to domestic com- 
panies in each of the States in which it desires to do bus'- 
ness. It must, for example, satisfy the same requirements 
as to the amounts of its capital and surplus, must file # 
annual financial statement (only, however, of its ae 
States business), its policy forms must comply with a 
domestic law, and there must be compliance with the loc 
law affecting agents. Usually, however, such a company * 
not subject to the domestic law with respect to the ims: 
tion of expenses or declaration of dividends, and after ! 
has made a deposit of securities in one State in compliance 
with the law of that State, further deposits in other State 
into which it might extend its business are not usual 
required. If such a deposit depreciates in value, how 
contrary to the British ice, it must be repaired. 1 © 
investments of its an alien company usually 
only comply with the law of its domicile, provided (in 
States) that such compliance affords a degree of . 
security equal to that required for similas domes 
companies. 


: of one 
Though, of course, an Insurance Commissioner 
State has no jurisdiction in another State or country, 
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an alien company to submit to him its books 
= records for examination, or request its officers to 
und recone “him to testify, and, in case of refusal, revoke 


spt the company’s licence to do business in the 


State. z . . 
" islation continuously spouting forth from 49 
Wich legtieialative bodies in the United States, 
t diversity in insurance law is inevitable. This diversity 
Psccentuated by the rule that judgments in one State are 
vot binding in the courts of another, and by a recent 
Supreme Court decision holding that a judgment of a 
State court, not involving a federal question, is binding in 
the federal court. The same words in a policy of insurance, 
therefore, may have different meanings in different States. 
For example, a clause in the standard fire insurance policy 
ides that the policy shall be void if the insured trans- 
fers his title, interest or possession. In some States a 
contract for the future conveyance of insured property is 
a transfer of “title”; in others it is not. In some States 
putting a vendee into the occupancy of the property is a 
change in “ possession,” while in others it is not. In some 
States “interest”? means only legal interest, in others it 
means legal or equitable. 
But there are strong influences counteracting this move- 
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ment toward diversity, found in the tendency of States to 
copy legislation from each other, and in the active pro- 
motion by various insurance societies and bar associations 
of uniformity in State legislation and administrative rul- 
ings. These forces have eliminated the most serious incon- 
sistencies and have kept the system within practicable 


In their desire to kill off the insurance “ racketeer,” it 
now seems probable that the American States have ex- 
tended their regulations of the insurance business too far. 
This strictness, without doubt, has been good for bad 
insurance, but it has also been bad for good insurance. The 
inelasticity of the system has in some degree stifled enter- 
prise and ingenuity, and in a few instances has actually 
crystallised undesirable insurance practice and saddled the 
public with unfair and unreasonable policy forms. On the 
other hand, the States in which most of the largest and 
soundest insurance companies in America have originated 
and developed, and in which there have been the fewest 
insurance failures, are States with the strictest regulations. 
But this is probably due to a combination of many factors. 
After all, the wise regulation of insurance is more depen- 
dent upon the honesty and competency of State officials 
than upon the law. 


Equity Investment in Assurance 


THE investor’s distinction between fixed interest securities 
and equities finds a parallel in ~ ae policies. Non- 
profits, or non-participating, policies simply guarantee pay- 

ment of stated sums on the death of the lives assured; 
interest on these policies is assumed at a certain level and 
no account is taken of variations in the actual interest ex- 
perience. With-profits, or participating, policies, on the 
other hand, guarantee the holders minimum sums assured, 
but in addition they provide for variable additions to these 
minima. As the interest experience of the life office varies, 
holders of its with-profits policies share in its changing for- 
a They bear—or, rather, enjoy the benefit of—part 

equity. 

_The popularity of the with-profits policy was estab- 
lished long ago. The idea of the periodically declared sur- 
plus profits appealed to the public to such good effect 
that by 1886—the first year for which official statistics 
are available—sums assured under with-profits policies 
totalled £366.8 millions against only £75.9 millions on 
a without-profits basis. The public welcomed the op- 
portunity of combining a stake in economic prosperity 
at as represented in assurance offices’ “ sur- 
plus” earnings, with an assurance proper. By 1913 there 
were in force with-profits policies for £691.1 millions, 
compared with a total of £163.9 millions without- 
profits assurances. In the decade following the Great War, 
the rate of ion of participating policies was very 
natked, and by 1928 the respective totals had reached the 
huge figures of £1,055.7 millions and £383.6 millions. Un- 
ted expansion has ed in both categories 
‘ince that date, but the last few years have witnessed some 
alteration of emphasis. The public have by no means lost 
‘ight of the advantages which with-profits assurances be- 
tow, for by 1937 a total of no less £1,443.0 millions 
Was assured under these policies. But the without-profits 
policy has come into greater relative favour, for sums 
‘ssured in this category totalled £696.8 in 1937. 

It is not necessary to search far for an explanation of 
this development. In part it is due to the fact that certain 
Popular types of policy which were introduced compara- 
se recently are most a iately without-profits in 
for example, the group ife assurance and the family 
income contract. But without doubt it is partly due to a 
realisation that if with-profits Peco pee stand to share 
| @ mounting profit surplus during a period of rising in- 

earnings, they also stand to bear their part of the 
; conditions are reversed. The falling trend of in- 
‘rest rates since 1931 has found its reflection in surpluses, 
“ad though offices have been reluctant to reduce their 


bonus declarations on with-profits policies, such a step has 
become inevitable in many cases and is in prospect in 
others. Thus some cold-shouldering of the with-profits 
policy has become discernible. 

From the viewpoint of the assurance office, however, 
experience in the investment market in recent years has 
thrown the advantages of the participating policy into sharp 
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focus. Anxiety regarding interest earnings 1s enn 
relieved if the office can pass on to policyholders part 0 
the burden of any decline. If the assured Cor Tes are the 
te in ts, higher premiums on new 
caly ad ore for a contianed fall in interest rates, and 
offices are loth to seek this way out of the difficulty. It 1S 
true that lowering of profit declarations 1s also to be avoided 
as far as possible—but at least this course does not preju- 
dice irretrievably the ultimate return offered by the office, 
for profits may rise in future. But once premiums on with- 
out-profits policies are raised, new contracts are fixed 
irrevocably on a more expensive basis. By the same token, 
the absence of the profit-sharing element causes new policy- 
holders to suffer relatively to the old, whereas participating 
policies do ensure something like equal treatment to new 
and old holders alike. 

A number of life offices, having decided that the unwel- 
come rise in premium rates could not be postponed be- 
yond the current year, have been such 
arguments to increase rates in the without-profits branch 
in relatively greater degree. Thus, over the section of the 
life assurance market where higher premium rates were 
put into force during the early months of this year, it is 
probable that with-profits policies have regained part, at 
least, of their superior popularity. If a pronounced upward 
movement of interest rates were to set in, and were not to 
be offset by increased taxation, such a tendency would no 
doubt become emphasised. But failing such a development, 
the offices must consider the possibility of a continued 
movement away from with-profits policies. It was partly 
to ensure that the policyholder took some share in the 
equity that early this year the “ Equitable ”—incidentally 
the first office to introduce the with-profits policy—made 
all new policies participating contracts in greater or less 
degree. This office decided that all policies should fall into 
two classes—“ major-profits ” or “ minor-profits ”—rank- 
ing, as it were, as first and second participating preference 
shares respectively. The example has not been followed, 
though the principle has not failed to receive support. 

Actuaries have, indeed, carried the principle very much 
further, at least in theory. Thus Mr E. H. Lever has argued 
that all premium rates should be computed on the assump- 
tion of a rate of interest of zero, account being taken of 
actual earnings in excess of this only by way of profit 
declarations on policies. If this idea of the extreme with- 
profits policy were adopted, the assurance office would be 
entirely protected for variations in interest earnings. It 
would perform the elementary and pure assurance func- 
tion whereby the estates of those who die young are sub- 
sidised out of the incomes of those who die old—a service 
for which there would always be a demand—but it would 
not guarantee any given interest return. If the future pros- 
pects for the lender of capital are as barren as some econo- 
mists forecast, an approach towards this revolutionary sug- 
gestion may ultimately prove necessary, but the extreme 
form of this proposed policy is, to say the least, unlikely. 
The two facts, that life assurance is a competitive institu- 
tion and that the assurer who charges premiums on an 
assumed rate of interest of zero would need to pitch them 
very high, seem sufficient to ensure that offices will continue 
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to bear some of the equity, even if the attempt 
a larger part of it with poli ig 10 place 

The greater inclination of policyholders for the fixed. 
interest type of policy—at least to cover a 
of their risk—rather than the equity type, has pn 
been one major factor causing a number of the offices 
invest a greater part of their incoming funds than fomerh 
in equities and a smaller proportion in fixed-interest bea 
ing securities. In recent years the assurer’s burden ari, 
from a fall in interest has increased. At the presen int 
moreover, the net interest rate earned, after income tax, on 
insurance funds, shows no tendency to move upwards 
rather the reverse. Hence, many life offices have found it 
desirable to take advantage of the higher average retun 
which can be obtained from equity investments, 

Thus, the assured also shares in the equity in a differey 
sense from that used earlier in this article, for he does 
when the assurance office holds a proportion of the accy. 
mulated funds in ordinary securities on his behalf. On the 
general question of the desirability of ordinary securities 
as an assurance investment, controversy has extended over 
generations. The first of Arthur H. Bailey’s famous “canons 
of investment ”—which, laid down in 1862, have not yer 
passed out of current citation—was that the primary neces. 
sity was to secure safety of capital. Some argue that equ: 
ties do not satisfy this principle. But the proponents of 
the “ active investment policy,” which means, in the main, 
the policy of placing part of insurance funds in equity secv- 
rities, have undoubtedly gained ground in recent years. 

It is true that the proportion of total insurance funds 
placed in ordinary shares remains limited, and there is 
therefore little danger of the active policy being carried to 
excess. But, as the table given on page 14 of this suppk- 
ment shows, the proportion has increased appreciably in 
recent years, from 5.1 per cent. in 1932 to 9.2 per cent. 
in 1938. The average figures do not, moreover, reflect the 
full significance of the movement, for in the case of a 
number of offices the proportion is considerably higher and 
its expansion in recent years is much more 
Thus, seventeen out of thirty-eight offices, as the table re- 
ferred to demonstrates, now hold more than 10 per cent 
of their funds in equities, though seven years ago only eight 
offices held more than this percentage. A few offices sill 
retain only minimal amounts in equity form, but thar 
number diminishes. The precepts of the “ active invest 
ment” school grow in forcefulness, moreover, with the 
danger of war. 

Even in normal times, the assumption that the capital of 
variable interest securities is more vulnerable than that m 
fixed interest investments is far from proved. The adher- 
ents of the active investment policy have produced statist- 
cal evidence to show that over periods of years not only 
has the interest return on ordinary securities been greattt 
but also the movement in capital values has been mor 
satisfactory. The researches of Mr H. E. Raynes may b 
mentioned in this connection—and there have been other 
workers who have reached substantially similar conch- 
sions. Provided that reasonable limits are observed, it 15 # 
legitimate conclusion that the assurance office may safely 
give the policyholder a share in the equity. 
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of foreign legislation. At the moment, according to good 
authority, ion are no fewer than twenty overseas States 
in which legislation is pending which affects the interest 


of British insurance companies. Unfortunately, 





much of 
this legislation involves the lodging of deposits with limi- 


tations as to investment. Restrictions of 
negation of the fundamental basis of i 

In the annexed table, which gives the 
of all branches of insurance of twenty- 
important companies, the figures have been 
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uniform basis for all the offices. The reserve for unex- 
ed risk, except in the marine branch, has been taken at 
i) per cent. of the premium income of the year, which is 
the basis by the majority of offices. It is not possible 
10 use a uniform method of calculating marine underwrit- 
ing profits, and the method of the company concerned has 
been followed. Special attention is drawn to the headings 
of each column; the calculations may differ from the pub- 
ished results of individual companies, as is only to be 
expected when various data are reduced to a comparable 
basis, and this fact should constantly be borne in mind. 
In arriving at the trading surplus shown in column 2 all 
allocations to investment and other special reserves have 
been deducted, as well as amounts actually written off 
investments, which last year were in some cases substan- 
tial. Undoubtedly this method will operate somewhat un- 
fairly in certain cases, but it is impossible from the 
accounts to distinguish between what may be regarded as 
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an addition to free reserves and what is required b 
ordinary business prudence. Column 4 solic the 
amount of the contribution to the net trading surplus 
derived from the operations of the life department. Such 
profits emerge from actuarial valuations, and in the 
majority of cases these valuations take place only at quin- 
quennial intervals. It may be mentioned that some com- 
pamies set aside the shareholders’ proportion of surplus 
revealed at a quinquennial valuation, and, in each year of 
the new quinquennium, credit one-fifth of that surplus to 
profit and loss. This practice, however, is not universal. 
Hence the absence of any figure in this column for some 
companies which transact life business merely means that 
no valuation was due to be made. The Prudential is in a 
special position, since the life profits belong entirely to the 
“A” shareholders. The table is concerned only with the 
“B” shareholders, whose interest is confined to the re- 
maining departments. 


Life Assurance Business 


THE valuation returns made by the British Life Offices 
to the Board of Trade as at the end of 1937, or to the 
preceding valuation date, show that, excluding industrial 
insurance policies, there were 5,978,000 policies in 
force, representing sums assured, plus existing bonuses, 
of £2,140 millions. The total interest income in 1937 
was {38,903,000, and the premium income £87,900,000, 
while the accumulated funds totalled £984,453,000. The 
adjoining table is compiled from the same official source. 


NEW BUSINESS 


(a) Life Assurance-—The table on page 12 shows the 
new sums assured, excluding industrial assurances, effected 
in each of the past two years by a number of representa- 
uve Offices. Between 1932 and 1938 new sums assured 
showed steady expansion each year, due to some 
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Net New Business 


| a | 








1,392 
93,910 | 31,762,732 
7,894,878 


’ 1,498,122 
| 255,959 59,093,014 | 238,682 | 56,646,802 
7,187 | 4,205,415 
6.752 | 4,042,720 
3,811 | 1,291,351 
1,326 | 871,230 
1,832 | 957,861 
$,034 | 2,102,749 
9,281 1,320 
3,097 | 10,313,261 
ae 2,611,070 
2,167 | 1,719,379 
4,225 | 3,106,448 
21,513 | 16,565,154 
5,613 | 2,851,415 
2,252 | 1,588,374 
3,091 | 2,679,181 
10,805 | 5,326,927 
, 1,781,207 
§,330 | 4,967,072 
5,176,871 
4,358,599 
2,539,368 
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ne popularity of low- 

as family income group Saeestnces ness such 

the first half of last year, bu en” 
business, 


the o included ; 
the table was only 3 per cent., which in aa 
appears remarkably small. For the present year to due 
new business is almost certainly on a lower level than 
year ago. As the offices still issue unrestricted policies i 
most cases, life assurance at the present time is Offered 
attractive terms in view of the possibilities of wy 
but the public has not taken advantage of the liberaiy 
of the present policy pursued by the assurance companie 
The uncertain outlook is, no doubt, a very strong deterrey 
against even the most advantageous long-dated assurang Pr 
contract. : 
(b) Annuity Business. The immense increase in annuity 
business a few years ago was mainly due to the fall in 
income suffered by many people from the time that interes 
on War Loan was reduced. Although the terms offered by 
the offices since 1932 for annuities are substantially less 
favourable to purchasers than was the case previously, the 
amount of business transacted, although tending to fall 
steadily, is still much in excess of a decade ago. It will be 
seen from the table on page 13 that there was a further 
reduction in consideration moneys last year. The peak year 
for the combined offices shown in the table was 1935, 
with a total of £14,426,000, but the largest individual ite 
was in 1936, when the Equity and Law received purchase 
moneys amounting to £2,510,000. This office has pursued c 
a bold policy in the extent to which it has sought this 
class of business. The directors have held the view—and 
it is gratifying to learn that they remain satisfied with th 
results of their policy—that owing to the broadening in 
the basis of annuity business the bogy of exception 
longevity traditionally enjoyed by annuitants has largely 
disappeared. 
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CONSIDERATION MONEY FOR PURCHASE OF ANNUITIES 


1938 
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Composite Offices (continued) :— 1937 1938 
; £ £ 
Grnmral Accident Realities i 63,014 52,559 
prestige seecsnossssesseseeeeeeecenee 85,634 101,234 
Ww Union and Rock .................... 38,842 67,071 a 
egal and General ...............ccccccs00- 1,647,917 1,159,350 ) 
Liverpool and London and Globe ...... 39,825 ren 
on and Scottish ........................ 3,456 7,868 
London Assurance ...........0..0..000c000-0. 122,229 92,055 i 
North British and Mercantile ............ 645,051 498,122 ty 
lorthern leepneenietanniverinensionsespcterapaees 81,373 72,479 1 
NASH hekend obacndiebeseNobacder ccccccin. xt 80,466 92,798 
I aC 124,721 285,084 
Royal Exchange ..............ccccccssseseeees 183,487 354,827 
Scottish Union and National ............ 67,153 58,208 
I 123,166 162,861 
4,616,262 4,530,237 
CE TW icc icc ccc 11,409,695 10,410,164 
MORTALITY 


So far as can be gathered from the Annual Reports and 
Chairman’s speeches, the mortality experience in 1938 
did not differ very materially from that in the previous 
year. The obsolete O™ table is being steadily replaced 
ae A1924-29 table as and when actuarial valuations 

ue. 


INTEREST 


Following on a decrease in 1936 of 1s. 5d. per cent. 
in the average net rate of interest and a further 1s. per 
cent. in 1937—in both these years there was an increase 
of 3d. in the rate of income-tax—the net rate of interest 
again fell last year by 2s. 9d. per cent., when the standard 
rate of tax was increased by a further 6d. These results 
must be regarded as very satisfactory, and their effect on 
future bonus rates seems more encouraging than might 
have been anticipated a few years ago. There has been 
a distinct tendency to reduce the rate of interest adopted 
in valuing liabilities and the average rate is now definitely 
below 3 per cent. There is a further point that the pub- 
lished rates of interest are calculated on the assurance 
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Tue Assurance Companies Act, 1909, provides that every 
ofice “shall cause an investigation to be made into its 
fsancial position, including a valuation of its liabilities,” 
at least once in every five years. The table on page 16 
analyses the results of the valuations made at the end of 
last year, together with the ing data for the 
ing valuation. Where no allocation to shareholders 
is shown, the office concerned is a mutual society and has 
no shareholders. All the offices which make annual valua- 
tions maintained their reversionary rates of bonus. The 
National Mutual, the only office which values biennially, 
has declared its normal rates of bonus, but has not repeated 
the special additional bonuses of the previous two occa- 
sions. The bonus rate declared by the Beacon is poor, and 
probably exceptional, while among those offices valuing 
uinquennially only the Scottish Provident shows a reduc- 
tion of bonus rate. Thus, out of the sixteen offices no less 
than thirteen maintained their previous rates. In the izdus- 
trial branches the results were also satisfactory. The bases 
of valuation are in general more stringent than a few years 
ago, and in spite of falling interest rates there is no indi- 
cation so far of the drastic reduction in bonus rates which 
might have been expected. But, even in the absence of war, 
some moderate reduction in bonus rates in the future is 
almost certain. 


Annual Valuations 


Britannic.—Ordinary branch bonus 38s. per cent. on the 
sum assured (same). It will be seen that the cost of this 
bonus is well within earning capacity. In the industrial 
branch the same sum as in 1937 has been set aside for 
policyholders. 


THE ECONOMIST 


Life Office Valuations 


Co-operative.—Ordinary branch bonus 36s. cent. 
calculated on the sum assured (same) and the wath 
as in 1937 have been declared in the industrial branch. 
In the ordinary branch the valuation of immediate profit 
assurances was altered from O™ to A!924-29; no doubt as 
a result of this change the amount set aside for future 
expenses and profits has increased to 27.7 per cent. of the 
annual premium income from 21.7 per cent. in 1937. 


London Life.—Bonus reserve method used on the same 
assumptions as in 1937. The reversionary rate of bonus 
declared by the London Life is again 35s. per cent., calcu- 
lated on the sum assured and bonuses. In the reduction of 
premium class the increase in rate of reduction for the year 
beginning July 1, 1939, is 2 per cent. This follows three 
successive declarations of 3 per cent., but it was pointed 
out in these years that declarations of less than 3 per cent. 
must be expected in some years. The reversionary bonus 
declared for the Clergy Mutual is at the rate of 3 per cent., 
calculated on the sum assured, increasing in the case of 
whole life assurances by 3s. per cent. for each additional 
year of age over 65, compared with 4 per cent. and 4s. 
per cent. in recent years. The rate of abatement in the case 
of the Metropolitan is 6 per cent., against 5 per cent. in 
1937. 


Pearl.—The rate of bonus declared in the ordinary 
branch is 2 per cent. of the sum assured; in the industrial 
branch the rates are 16s. and 12s. for each weekly premium 
of 1s. in the whole life and endowment assurance classes 
respectively, and the policies participating are those 
effected prior to January 1, 1932 (same). 


Prudential —The rates of reversionary bonuses declared 
in the ordinary branch are 46s. per cent. for whole life 


























THE LARGEST BRITISH MUTUAL LIFE OFFICE 


ASSETS EXCEED £117,000,000 


Figures from 1939 Annual Report 
(Ordinary and Industrial Departments 


New Business (1938) - - £29,104,683 
Business in Force- - -  £356,218,289 
Claims (1938) - - - £6,298,141 
Cash Surplus Distributed 
(for one year)- - - £3, 444,864 
Reversionary Bonuses 
£5,805,000 


(for one year) - - - 
Added to Sums Toad 





BONUSES DECLARED ANNUALLY 
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assurances and 40s. for endowment assurances, calculated 
in each case on the sum assured. The bonus in the industrial 
branch is at the very satisfactory rate of 32s. per cent. on 
the sum assured (same). In the ordinary branch, as in the 
previous year, the bases of valuation are O™ 3 per cent. for 
assurances and a(‘) and a(™) 3 per cent. for annuities. In 
the industrial branch English life table (No. 10) with 
interest at 23 per cent., which was first adopted in 1937, 
has again been used. 

Refuge.—The bonus in the ordinary branch is again at 
the moderate rate of 36s. per cent. on the sum assured. The 
allocation to policyholders in the industrial branch has 
been largely increased. In the ordinary branch the valua- 
tion bases were unaltered, namely O™ 3 per cent. for assur- 
ances and a(‘) and a(™) for annuities. In the industrial 
branch the reserves were again strengthened at an unstated 
cost. English life table No. 10 replaces the No. 8 table, and 
on this occasion 24 per cent. was used not only as in 1937 
for premium paying policies, but also for free policies. For 
a number of years the reserves have been progressively 
strengthened, and last year we pointed out that the results 
of this process were emerging in the shape of increased sur- 
pluses and bonus distributions. Last year the surplus earned 
was more than double that in 1937 and three and a half 
times that in 1936. In the ordinary branch, surplus earned 
differed little from that of recent years, but it will be seen 
that a substantial allocation has been made to the invest- 
ment reserve fund at the expense of the carry forward. 

Standard Life-—The very high bonus rate of 42s. per 
cent. per annum, calculated on the sum assured and 
bonuses, is declared for the twelfth successive year. As will 
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be seen, the cost of the bonus is much 
by current earnings. more than coe 
Wesleyan and General.—The rate of bony in 
ordinary branch is again 38s. per cent., calculated te 
sum assured. The allocation to policyholders in a the 
trial branch is on the same basis as in 1937, and takes 
form of an addition to the sum assured payable in claims 
arising either by death or maturity between April 2, 1949 
and March 31, 1941, equal to 2} per cent. of the un 
assured for — of ten years’ duration, increasin © 
4 per cent. for each additional year up to a mating 2 
10 per cent. for policies of forty years’ duration and 
The valuation bases used in the ordinary branch ion 
same as last year, namely O™ 3 per cent. for assurances 
and a(™) and a(*) 34 per cent. for annuities. In the indy. 
trial branch English life table No. 9 has replaced English 
life table No. 6, and the rate of interest has been reduce 
from 34 per cent. to 3 per cent. 


Biennial Valuation 


National Mutual.—The same normal rates of bonus 3 
have been distributed in each of the preceding six yeas 
have again been declared: 42s. 6d. per cent. per annum 
for whole life full profit policies, 37s, 6d. per cent. per 
annum for endowment assurance with full profits policies 
and 15s. per cent. per annum for low premium participa. 
ing policies. These rates are calculated on the sum assured 
and existing bonuses. In view of the present obscure finan- 
cial outlook it has been decided not to repeat the additional 
“ prosperity ” bonuses given on the last two occasions. The 
basis used in valuing liabilities at the close of 1936 was 


VALUATION RESULTS (in £000’s) 



























| Source of Surplus Allocation of Surplus 
Year of Total 
Mame of Gomgeny Valuation Profit | Trading Investment | Surplus Poticy- | Share | Tavestment | Prof 
Brough Profit | Brought into holders holders - Corrie 
Forward Aannant Forward 
: ees ee 
Annual VALUATIONS :— | | | | | | 
; 1937 161 413 ban 574 286 39 70 179 
(a) Ordinary Branch........................ | bis | 179 | 400 | ce 579 298 | 60 | 183 
. 155 193 
(6) Industrial Branch ........0...0.0...00. 1958 as oa | ‘ = | = | — | = a8 
tive :— 
1937 72 263 15 ‘ - 70 
(a) Ordinary Branch...............c.00000+ 1838 2 = ' = = ‘ ie $ 
‘ 277 23 ‘ 154 
(b) Industrial Branch ......0.........-... sone +3 4 = = $ Pom 18 
| £1987 157 | 540 697 456 se 128 113 
London RDO  uciinencctiitbuattithatnidelecbeiaies 1938 113 536 649 383 ry 115 151 
Pearl :-— 
1937 253 1,171 ‘ai 1,424 886 215 43 280 
(a) Ordinary Branoh........................ jist 220 1191 bet 1471 o14 218 iat as 
Industrial Branch .............00...... ’ os 272 786 650 
() 1938 1,759 a Fie 812 650 269 718 
1:— 1937 596 3,046 30 3,672 2 288 1 - 
(a) Ordinary Branch........................ i 630 3,197 : 3977 pies oes as a6 
'b) Industrial Bramch ..................... ’ one 6,584 4,044 894 1, 
(o) Industrial Branch 1938 642 6,097 6.739 4/131 901 1,042 
~~ 1937 1,060 ia s- = 
(a) Ordinary Branoh...............0........ tess a - . 1 . . sso 
(6) Industrial Branch ..................... 1937 I 353 oe 473 256 45 50 . 
1998 121 773 a R94 454 51 = ‘i 
SOOPER EEE EERE Ree ee 528 79 oor I 
Standard 1938 31 563 ~ oot 463 a 100 a 
(a) xP Branch..............-00+.. 1937 46 156 5 207 151 aa 13 S 
oe see a 172 5 220 157 ad 3 5 
b Branch ..................... 3 os 
(0) Industrial 1 36 176 5 217 $3 a 96 ” 
Brenntat VALvATION :— 
National Mutual .........0..0000000:..... 1,029 321 51 oe 311 — 
ee re {iss7-as | 2s si | — ser | Ger 237 sf sm |] @ 
Ve 1933-35 33 235 4 272 242 10 con: 8 
os me | mo | ue | of | a | us | | | 
ni Provident .................. , 300 a J ose 
sce 1936-38 400 | (1652 40 2002 1720 vs ‘a 
TAD corscee tenia —s | l= 2,431 2,812 1,790 a io | 3 
Liverpool and London and Globe......... — Resist -ekaiee nioacaeiee ee 
379 
Scottish Provident..............sses-cssssssssex 1929-33 364 2,394 a 2,758 1,691 vs = 
sede 1934-38 379 1,815 sah 2'194 1,617 sos a is 
Scottish Widows ..........cccceccseseseseseees 1929-33 81 3,792 sen 3,873 3,710 . Bi s 
1934-38 163 4,067 500 4,730 4,063 a 500 260 
Wt san yannc Nik ccc chin sale 1929-33 112 877 wi 989 611 68 2 105 
; 260 960 a 1,220 869 96 150 
aici anauees 2,012 7,177 50 7 369 as 
2,065 7,357 6 ag 680 - rst 
Fbinonaiiapiaiasniiias ie a * 10,836 H 1,829 e193 1s 
sliibeingniasabiciion 1,029 321 514 Leet a '330 - 311 6% 
1,283 331 — 887 a — 298 5 
evaiaaiaen's s10 | «(198 oe 6 | ons | 1es io | 
aus ae 45 2,830 1,887 12 "a («| «ow 
piiitamesida 938 10,432 267 1106 
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stringent; on this occasion the rate of interest assumed 
a has been increased from 34 per cent. to 
Oy cee cent. and for annuities from 3 per cent. to 34 per 
Pehe new basis is still strong and more stringent than 


PULike 


hat employed in the 1934 and earlier valuations. 


Triennial Valuations 


Beacon.—The rate of reversionary bonus calculated on 
the sum assured has been drastically reduced from 36s. per 
ent. per annum for whole life and 34s. per cent. per 
imum for endowment assurances to the very poor rates of 
2)s, per cent. for whole life and 20s. per cent. for endow- 
ment assurances. It will be noticed that the carry forward 
has been increased from £15,000 to £49,000, but even had 
it remained unchanged the bonus earned would have been 
increased by only about 4s. per cent. The basis used in 
valuing the life assurance contracts is the same as three 
years ago, namely O™ 3 per cent., but some strengthening 
of reserves took place for annuities and capital redemption 


United Kingdom.—Bonuses are at the same high rates 
3s on the last three triennial occasions, namely 45s. per 
cat. and 41s. per cent. for whole life policies in the tem- 
perance and general sections respectively, these bonuses 
being calculated on the sum assured and existing bonuses. 
For endowment assurances the rate is 43s. per cent. in 
the temperance section where the original term is not less 
than twenty-five years and 41s. per cent. under all other 
policies, including those in the general section. On this 
occasion, however, the cost of bonus is somewhat in excess 
of the surplus earned in the period. The bases of the valua- 
tion are the same as three years ago. 


Quinquennial Valuations 


Alliance.—The rate of bonus is 38s. per cent. per annum 
calculated on the sum assured and existing bonuses (same). 
The basis of valuation has been strengthened by the 
assumption of interest at 24 per cent. in place of 3 per 


London & Manchester 
Assurance Company, Ltd. 


ESTABLISHED 1860 


LIFE ANNUITY 
ACCIDENT FIRE 
MOTOR - BURGLARY 


CHIEF OFFICE 


FINSBURY SQUARE 
LONDON E.C.2. 
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cent. The cost of this change is stated to be in excess of 
£600,000, the amount set aside five years ago to effect this 
purpose. 


Liverpool and London and Globe.—Reversionary bon- 
uses are declared at the rate of 45s. per cent. in the whole 
life and 40s. per cent. in the endowment assurance classes, 
both calculated on the sum assured (same). In the valuation 
the opportunity was taken to move to the A!92429 ylti- 
mate table for assurances; the rate of interest used was 24 
per cent. compared with 23 per cent., combined with O™ 
3 per cent. net premiums, five years ago. For annuity con- 
tracts the a(‘) and a(™) tables were again used, but 24 per 
cent. interest was substituted for 3 per cent. These changes 
result in a further strengthening of reserves. Unfortunately 
the report does not furnish the necessary information to 
— us to give our customary analysis of the valuation 
results, 


Scottish Provident.—This office has a distinctive sys- 
tem of bonus distributions in the whole life class, under 
which policies begin to participate in profits when pre- 
miums accumulated at 4 per cent. per annum compound 
amount to the sum assured. Policies effected on the old 
scale of premiums and now participating for the first time 
receive a bonus of 28s. per cent. in respect of each com- 
plete year of duration up to December 31, 1938, exclud- 
ing the years 1914-1918, compared with 30s. per cent. 
on the last occasion. Policies which have already partici- 
pated receive additions at rates varying from 30s. per cent. 
to 36s. per cent. per annum, compared with from 30s. per 
cent. to 40s. per cent. per annum five years ago. Whole life 
premium rates were reduced in 1928; for this class of policy 
reversionary additions at the rate of 15s. per cent. per 
annum are allotted, whether for the first or subsequent par- 
ticipation. In the endowment assurance class the rate of 
bonus is 35s. per cent. per annum compound, compared 
with 38s. per cent. in 1933. 


Scottish Widows’.—The rate of bonus is 42s. per cent. 
per annum calculated on the sum assured and existing 


BRITANNIC 


ASSURANCE CO. LTD. 


Some Good Points 


* Promptness in Settlement of Claims. 
* Liberal Policy Conditions. 

* Perfect Security. Established 1866. 
* Assets £32,000,000. 

* Premiums Moderate. 

* Excellent Bonus Record. 


* House Purchase Facilities combined 
with Life Assurance. 
LIFE, FIRE, ACCIDENT, BURGLARY, 
MOTOR, PLATE GLASS, EMPLOYERS’ 
LIABILITY, & GENERAL INSURANCES 
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bonuses (same). Five years ago the O™ and O™M(5) tables 
were used in valuation for assurances, but on this Occasion 
a change has been made to the A*®**° ta e using “select ” 
net premiums. For annuities the a(™) and a(*) tables have 
again been employed. Interest has been taken at 23 per 
cent., except that for both existing bonuses and in arriving 
at the cost of the bonuses now declared 24 per cent. has 
been used. 
Yorkshire.—The rate of bonus declared is 48s. per cent. 
on the sum assured (same); it is of interest to note that 
the intention is to pay interim bonuses at the rate now 


Fire Insurance 


Fire insurance premium income last year appears to have 
been somewhat smaller than in 1937. This reduction was 
probably due in the main to the lower United States 
receipts, which resulted from reductions in premium rates 
in 1937 and 1938 following the unusually favourable under- 
writing results of recent years. Conditions in China must 
also have accounted for some falling off in premiums, but 
now that hostilities in Spain have ceased some partial 
return, at least, to normal trading conditions in that country 
should ensue. The following tables relate to twenty-two 
large composite offices and include many subsidiary com- 


FIRE—GENERAL RESULTS, 1934-38 





1935 


1934 
Percen Percentage Percen 
Amount of Amount of 
Premiums Premiums Premj 
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declared on claims arising before the next yaj.;; 
1933 the oC) table was used for whole ite pa kt 
the O™ table for endowment assurance policies, with 
terest at 24 per cent. and 3 per cent. for participating a 
non-participating classes respectively; on this occasion 
A1924-29 ultimate table has been used with special 
premiums, with the result that the reserves are «.” 
materially greater” than those of a 24 per cent, Alou 
net premium valuation. The reduction in the amount 
ried forward is stated to be due to the strengthening 
the valuation reserves. 

















panies. It will be seen that there is remarkably little anny! 
fluctuation in the aggregate premium income, especially 
considering that the income is derived from all parts of 
the world. Underwriting profits also show a considerbk 
degree of stability, in spite of the effect of increased foreign 
taxation on expenses in most cases. Among individual offigs 
the General Accident (which, moreover, charges lower rate 
than the average) again shows the highest profit ratio. The 
Alliance, whose results are consistently excellent, takes 
second place on a much larger premium income than th 
General Accident. 





1936 1937 1938 
—-_-_—_—- ee ee _— ee 
Percen 
Amount of Amount Amount of - 
ums jums 
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ae 18,597,890 42-2 
OU ccttnchbcnsctiibaeaumetionsbukentinas 8,840,713 20-1 
SERED, crn connsnndgneniaranaciminticainthadbinl 11,952,100 27-2 
Increase in reserve for unexpired risk 141,827 0-3 
siciinc<dinchbeineicehmibtithebescskahintabnss 4,514,838 10-3 
PND aise siiccds Bare 44,047,368 





1937 ro 34-2 336 197 

IE «sobs seedichistnsintennescai 1938 769,148 34-8 341/811 - 2 
tee 1937 | 759,609 | 42-2 409,754 | 22-7 
Pod ecceceseccocesoccseesceees 1938 758,362 43-4 995,572 22-6 
Caledonian ................. 1937 | 298,273 | 42-7 170,880 | 24-5 
sseeenvans 1938 | 310,338 | 43-6 172,427 | 24-2 
QUINN siitincliessiecsaacniaiii 1937 | 186,526 | 44-2 182,155 | 31-3 
1938 | 194.724 | 55-3 99,700 | 28-3 
Commercial Union ............... — Peoroes os 979 18-0 
. 18-5 

1937 11 | 37-4 1 : 
Bagle Star o.........ccecseessesens 1888 33000 ai-3 170 324 31°] 
Employers’ Liability ............ 1938 184s | 48-0 erase - 3 
General Accident 1987 | 212,359 | 29-5 1 20-3 
Cees eeererecene 1938 241,203 33-0 146,754 20-0 
Guardian .............. 1937 | 412,740 | 37-0 221,732 | 19-9 
eee eee eee eee — onan 3 206,207 18-9 
Liverpool London and Globe. 1938 1928754 42.5 847/908 4 
London Assurance ............... con soriiy as —_ 54-6 
London and Lancashire......... pened 1108917 = 506,731 183 
North British and Mercantiled| 1987 | 11460,700 | 41-0 | 770296 | 1-6 
1988 | 1,474,765 | 43-9 701,798 | 20-9 
etiite e 1937 | 772,605 | 39-9 405,317 | 20-9 
1938 | 824,456 | 42-4 413,354 | 21-2 
Norwich Union .................. 1937 701,877 40-2 345,179 19-8 
1938 | 823,437 | 46-0 962,253 | 20-3 
PROOMIZ ooo ee ecceeeecceseeeee 1937 | 1,123,943 | 40-9 637,830 | 23-3 
“41 1938 | 1,170,197 | 42-8 645,851 | 23-6 
Prudential ........ccceccecosecese oo <aTaes « 3 182,088 19-1 
rR oo etc oe rf ey = 1,142,629 20-6 

* Hi 76 % 
Royal Exchange ............... eed corn =e 340107 23-4 
Scottish Union and National...J | 1937 | 410,901 | 41-4 191/877 4 
1988 | 447,488 | 45-8 187,831 | 19-2 
OE cetkoriit 1987 | 888,146 | 89-7 $85,624 | 17-3 
Yorkshire 1997 Senses 413 141 a 

Pocdevesccvosocgoosecces a 751 “ 

1938 | 30646 | 4-4 | isziiao | deg 

ei i in 1937 | 17,704,138 | 39-9 | 8,988,349 . 
{ 1 18,571,408 | 42-3 | 8,986,126 a 








17,704,138 
8; 9 
12,202,476 

316,933 
5,144,075 
44,355,971 






f 
s6,710 30-2 10,782 0-5 ashers 19-9 | 2,176,100 
664,009 | 30-0 14,060 0-6 422,224 | 19-1 21138 
440,581 | 24-6 1995 0-9 174,713 | 9-7 | LAO. 
446,708 | 25-6 | — 21,435 | —1-2 168,858 9-7 ee 
169,844 24-4 | — 6979 | —1-0 65,472 9-4 a 
171,422 | 24-1 5,652 0-8 51,782 | 7-3 | 7a 
82,557 | 19-6 622 7-5 | — 11,005 | -26 | fin) 
81,534 | 23-1 | — 27/781 | —7-9 4135 | 12 | , $5ee 
1,687,120 | 30-9 894 1-0 575,149 | 10-6 | 5,450) 
1,681,285 | 31-2 | — 28,503 | —0-5 454,119 | 8-4 ae 
241,980 | 29-5 9,419 1-1 89,099 | 10°9 | int 
30-8 | — 4400 | —0-5 54,447 | 67 | Sgess 
07,069 | 27-6 9888 | 2-5 87,352 | 96 | te 
121,582 | 30-2 5,028 | 1:2 28,117 | 7-0 | ais 
157,034 | 21-8 21,815 | 3-0 183,213 | 25-4 | Sons 
159,239 | 21-7 8,431 1-2 176,495 | 24-1 | | Ti 
318,335 | 28-5 | — 8621 | —0-8 171,542 | 15°4 | orm 
310,808 | 28-8 | — 15,171 | —1-4 166,955 | 15°8 | goose 
1,086,753 | 26-4 6534 | 0-2 | 422244 | 107 | Oey 
1,062,451 | 27-7 | — 36,286 | —1-0 992,251 | 8-7 | as 
501,917 | 25-0 | — 9565 | —0-5 191,828 | 9-0 | Men 
523,278 | 24-5 9,909 0-5 135,291 6-3 27s 
809,431 | 29-2 10,290 | 0-4 | 966,720 | 182 | oiicen 
815,820 | 29-6 | — 6770 | —0-3 $24,194 | 10-8 | ai 354 
909,736 | 25-5 63,744 | 1-8 11 | 55008 
911,402 | 27-1 | — 79,358 | —2-4 954,352 | 10°0 | i950 
541,029 | 28-0 $433 | O-2 | 212,910 | 11-0 | lola 
853,631 | 28-5 4108 | 0-2 | 150014 | 7-7 | lien. 
484,711 | 27-8 42,743 | 2-5 169,205 | 9°72 | i792 
494,695 | 27-6 18,186 1-0 90,600 | ot | a'7u5654 
689,227 | 25-1 22/000 0-8 272,654 | 9°) | oi7s14%5 
682,289 | 25:0 | — 6,000 | —0-2 239,138 9.5 | 95280 
262,607 | 27-5 13,083 1-4 vie ee 
292,169 | 29-4 16,683 1-7 83,739 4 | 559872 
1,525,387 | 27-6 5,062 0-1 628,498 | “5.4 | 542900 
1,517,578 | 28-0 | — 43,864 | —0-8 511,926 | og | 145588 
$51,583 | 24-1 18,419 1:3 1 Tg | 1am 
$40,817 | 23-6 | — 25390 | —0-1 158,415 | or’, | ‘90046 
276,100 | 27-8 | — 2263 | —o-@ | 115,84) | 107 | gigi 
262,707 | 26-9 | — 6285 | —0-6 85,008 | 5.9 | 229582 
667,941 | 29-9 2,734 | 0-2 | 280,427 | Fh’ | 225878 
sont | irs |= tame | 24 Ht | Bs 
240,189 | 27-6 | — 5748 —1:1 120,702 | 13:9 
12,202,476 | 27-6 | + 316,985 | 0-7 | 5144075 | U6 | Sossem 
122121 | 27-9 | ~21s'sss | 0-6 | 4s6aie0 | 9? 











companies recorded a sharp increase in the marine 
yemiam income in 1937 and last year showed some fur- 
be ane: ada, ie ne, eentacees 

justment rates is 

, and the effect of these increases may be more 
in later years. The cost of repairs is estimated, 
however, to be about 40 per cent. higher than 1937. 
Premium rates for cargo insurance are inadequate, and the 
real position is obscured by the inclusion of war risk pre- 
miums. The special arran ts which have now been 
made for the treatment of war risks will involve the separa- 
tion of the war premiums, and by clearly showing the 
meagreness of the cargo rates may result in greater co- 

jon among underwriters for the purpose of improving 
the position. During the September crisis and again during 
recent months the market has been faced with abnormal 
commitments on gold shipments in one bottom across the 
Atlantic. The market has thus been exposed to the risk of 
a loss of much ter margin than it should properly 
undertake. It is practice of those offices who confine 
their activities mainly to this class of business to leave the 
underwriting account open for two years. The account is 
then closed by taking the unexpended balance of the first 
year’s premiums to profit and loss, after making suitable 
provision for further claims by a transfer to a 
account. Hence the 1938 report shows the profit which, it 
is estimated, emerges from the 1937 premiums. The follow- 






















renteff ing table gives the results obtained during the past five 
bee years by representative marine companies : — 







27/589 
15,530 
— 37,603 
20,000 
15,000 
Indemnity oo... ecceee 15,000 
: - 
1,865 
4,587 
Merchants o.oo... sees — 7,858 
ae — 13,909 
' = 
176,100 
a 
48085 BO cssisccsninstibubcscisiied 
67 4 
11,621 
21 8 
52381 
4 
79 
8 general practice of composite offices is to present 


sn paring the total premiums received over a period of years 
3s with the total claims and expenses in the same period. 
es During the last few years, voyage business has on the 
0s whole been profitable to marine underwriters, but few 
uderwriters, if any, have even attempted until quite 
a Rceatly to separate in their books premiums received for 
_ Wat risks from the corresponding premiums received for 
ot a any 78 accounts have thus been a mixture of 
998 war, and from Spanish voyages, no 
7 Wat rk claims have arica, fei iespossble to say wherher 
2 [iy marine voyage risk has been profitable by itself or not 
: The immediate problem facing the marine underwriter is 
a iether he will be able, at the present level of voyage rates, 
0 make a profit out of marine risks pure and simple now 
- that the war risk has been separated and carried to the pool. 
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UNITED KINGDOM 


PROVIDENT INSTITUTION 


FUNDS EXCEED ESTABLISHED 
£26 ,000,000 1840 


VALUATION. RESULTS 


Period Rates of Compound Reversionary Bonus 


1926-29 41/- to 45/- per cent. per annum 
according to class 


1930-32 M1/-to45f- 
1933-35 4A/- to 45/- 
1936-38 41/- to 45/- 


The successful management of this old-established Office 
js indicated by the fact that the record high rates of bonus 
declared in 1929 have now been maintained for a continuous 
period of twelve years. 
Write for ‘‘ The Concise Catalogue of Life 
Assurance Possibilities ” 


Head Office : 


196 STRAND, LONDON, W.C.2 


Chairman and Managing Director : Sir Ernest J. P. Benn, Bt. 






















July 15, 1939 


THE ECONOMIST 
Accident and Miscellaneous Insurance 


oS OF oe Oy ee ee ee 


—-StaBe SERB Gat SSS 



















































i aie ij! if: ia A ip EEL | | 4 | — RRO | | 
ale ia sii =. ial 
al A i Bay : 1 o | 8 ; zrsseee meeribeeterstrstiieh -\- 
3225 2 steu ; , , ———~ ak 
ni GE | [ese 
petal ley | i 
Hani tk iit pie ji si a“ ere i 
fbsdasss Bes ebrad ey: S| THI | szsz! | 8) (ali | seazggsenszaazazzeresaesnmnszaraae alae |B 
| Hl tf + hi i ic a: ae : se a ss —— 
aint i lites olay aaa: [ 
biped TE ali 
la ia iitsegs bens g Ty aT san 7 i 
i ie 3 2288S 6 a. §4 idl { 
sdagtinee Halted Ln EF | { 
Tena il 
sei feds phi sill 7 ie 














a a ee ee a 





